independence in table 9 provide strong evidence that awill be reaped by dairy farms in the traditional milk-
farm’s use of automatic takeoffs on milking units and  producing States if efforts to increase efficiency in milk
of artificial insemination is associated with the farm’s  production are emphasized, along with increased
financial success, where success is defined as being inemphasis at controlling per-cow investment and cost of
the top 20 percent of the income distribution. The purchased feed. Significant improvements in
practice of using automatic takeoffs on milking units  profitability will result from adopting a technology that
and of milking cows three times per day by commercialcombines better recordkeeping with advanced milking
dairy farms in the traditional milk-producing States is  parlors.
found to be strongly related to their financial success.

For commercial dairies in the non-traditional milk-
Based on expected per-unit returns, which are not size-producing States, regression results based on a per-unit
driven like net farm income, none of the management returns model revealed the importance of cow
practices considered is strongly related to the financial productivity in increasing profitability. Dairy farm
success of dairies in the non-traditional milk-producing management in these States that lowers per-cow
States (table 9). This finding points to the likelihood expenditures on items such as forage production,
that better-than-average management in controlling purchased feed, hired labor, and per-cow investment
costs and/or size economies, rather than just will significantly improve the financial performance of
management practices that involve the use of advancedhese farming operations. Per-unit returns of dairies
technology makes certain dairies in the non-traditional with advanced milking parlors are found lower, because
milk-producing States climb to the top 20 percent. In of higher replacement costs, than the returns of dairies
contrast, the identification of a commercial dairy farm  with traditional milking parlors. For the group of
in the traditional milk-producing States as one of the

top 20 percent is shown to be strongly related to its useTable 9-Results of test of independence of

of artificial insemination. expected income (net farm and net returns per unit
of output) of top 20 percent of commercial dairy
operations and management practices, for selected

Conclusions milk-producing States, 1993
Findings from this study point to significant differences F-statistic
!n the resource base’.m the structure of pmﬂ.tab”ltY’ ancTest of independence Non-traditionall Traditional?
in management practices between commercial dairy States States

farms in the non-traditional and traditional milk-
producing States. Concentration measures such as  Net farm income

decile ratios, Lorenz curves, and Gini coefficients show Computerized milking system  1.03 0.03
. L Use of automatic takeoffs on
that debt capital, farm assets, equity, income, herd milking units 4.43b 13.94¢
inventory, an_d milk sal'es are more concentrgt_ed IN NON- )50 of artificial insemination 3.77b 0.16
traditional milk-producing States than in traditional Dairy cows milked three times
milk-producing States. per day 0.14 3.232
For commercial dairy operations in the non-traditional Net rétums per unit
ilk-producing States, performing weighted least computerized milking system 119 22l
Milk-p g s P g_ g Use of automatic takeoffs on
squares regression on a net farm income model milking units 0.32 1.37E-07
identified debt-to-asset ratio and farm size, as measure Use of artificial insemination 1.83 10.81¢
by the number of milking cows, as important Dairy cows milked three times
per day 0.22 0.03

determinants of farm profitability. For dairy farms in
the traditional milk-producing States, the results
pointed to use of rented acres, herd size, productivity  ab.c denote statistical significance at 0.10, 0.05, and 0.01
per cow, per-cow purchased feed and land, buildings, levels, respectively.

and equipment costs, age of the operator, and level of Relevant numerator and denominator degrees of freedom
adoption of capital- and management-intensive are 1 and 135, respectively.

technologies as important determinants of farm 2Relevant numerator and denominator degrees of freedom

. . . L are 1 and 321, respectively.
financial performance. Higher levels of profitability Source: USDA, Economic Research Service.
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commercial dairy farms in the traditional milk- References
producing States, in addition to improving cow

performance, returns are found to increase significantIyAdeIaja Adesoji O., and Karen B. Rose. 1988. “Farm

if the debt-to-assets ratio is lowered, and if per-cow  y;4pjjity Revisited: A Simultaneous-Equation Cash

forage and purchased feed costs are controlled. Flow Approach,"Agricultural Finance Reviewwol. 48,
: o . : : : pp. 10-24.

Dairy farming is labor intensive. The increase in the

minimum wage ena_cted in 19_)96 is likely to make it Backhouse, Martin, Greg Murtough, Mark Nayar, and
harder for many dairy operations to afford farm labor  petar Wiseman. 1988, “Financial Situation in the Rural

(Findeis, 1995). This study finds that an increase in theSector,”Farm Surveys ReportAustralian Bureau of
cost of labor in the non-traditional milk-producing areaSAgricuItural and Resource Economics.

will dramatically affect the farms’ profitability levels.

To these farms, reducing the amount of hired labor,
while implementing production methods capable of
increasing labor productivity might be a viable strategy.
Since farm labor accounts for about 10 percent of all
farm production expenses on dairy farms (Oliveira,
1991), it is evident that rising labor costs on farms
without labor-saving technologies can be substantial.
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